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Scorecard measures ! Description

Average Short-term Funding/Average Total Assets ......... Quarterly average of federal funds purchased and repurchase agree-
ments divided by the quarterly average of total assets as reported
on Schedule RC—K of the Call Reports

1The FDIC retains the flexibility, as part of the risk-based assessment system, without the necessity of additional notice-and-
comment rulemaking, to update the minimum and maximum cutoff values for all measures used in the scorecard. The FDIC may
update the minimum and maximum cutoff values for the higher-risk assets to Tier 1 capital and reserves ratio in order to main-
tain an approximately similar distribution of higher-risk assets to Tier 1 capital and reserves ratio scores as reported prior to April
1, 2013, or to avoid changing the overall amount of assessment revenue collected. 76 FR 10672, 10700 (February 25, 2011).
The FDIC will review changes in the distribution of the higher-risk assets to Tier 1 capital and reserves ratio scores and the re-
sulting effect on total assessments and risk differentiation between banks when determining changes to the cutoffs. The FDIC
may update the cutoff values for the higher-risk assets to Tier 1 capital and reserves ratio more frequently than annually. The
FDIC will provide banks with a minimum one quarter advance notice of changes in the cutoff values for the higher-risk assets to
Tier 1 capital and reserves ratio with their quarterly deposit insurance invoice.

2EAD and SFTs are defined and described in the compilation issued by the Basel Committee on Banking Supervision in its
June 2006 document, “International Convergence of Capital Measurement and Capital Standards.” The definitions are described
in detail in Annex 4 of the document. Any updates to the Basel Il capital treatment of counterparty credit risk would be imple-
mented as they are adopted. http://www.bis.org/publ/bcbs128.pdf

3 A marked-to-market counterparty position is equal to the sum of the net marked-to-market derivative exposures for each
counterparty. The net marked-to-market derivative exposure equals the sum of all positive marked-to-market exposures net of le-
gally enforceable netting provisions and net of all collateral held under a legally enforceable CSA plus any exposure where ex-
cess collateral has been posted to the counterparty. For purposes of the Criticized and Classified ltems/Tier 1 Capital and Re-
serves definition a marked-to-market counterparty position less any credit valuation adjustment can never be less than zero.

4 Deposit runoff rates for the balance sheet liquidity ratio reflect changes issued by the Basel Committee on Banking Super-
vision in its December 2010 document, “Basel Ill: International Framework for liquidity risk measurement, standards, and moni-
toring,” http://www.bis.org/publ/bcbs 188.pdf.

5Market risk capital is defined in Appendix C of part 325 of the FDIC Rules and Regulations or subpart F of Part 324 of the
FDIC Rules and Regulations, as applicable.

[74 FR 9557, Mar. 4, 2009, as amended at 76 FR 10720, Feb. 25, 2011; 76 FR 17521, Mar. 30, 2011;

77 FR 66015, Oct. 31, 2012; 78 FR 55594, Sept. 10, 2013]

APPENDIX B TO SUBPART A OF PART
327—CONVERSION OF  SCORECARD
MEASURES INTO SCORE

1. Weighted Average CAMELS Rating

Weighted average CAMELS ratings be-
tween 1 and 3.5 are assigned a score between
25 and 100 according to the following equa-
tion:

S'=25+ [(20/3) * (C2 —1)],

where:

S = the weighted average CAMELS score; and
C = the weighted average CAMELS rating.

2. Other Scorecard Measures

For certain scorecard measures, a lower
ratio implies lower risk and a higher ratio
implies higher risk. These measures include:

e Concentration measure;

e Credit quality measure;

e Market risk measure;

e Average short-term funding to average
total assets ratio; and

e Potential losses to total domestic depos-
its ratio (loss severity measure).

For those measures, a value between the
minimum and maximum cutoff values is con-
verted linearly to a score between 0 and 100,
according to the following formula:

S =(V —Min) * 100/(Max —Min),

where S is score (rounded to three decimal
points), V is the value of the measure,
Min is the minimum cutoff value and
Max is the maximum cutoff value.

For other scorecard measures, a lower
value represents higher risk and a higher

value represents lower risk. These measures
include:

e Tier 1 leverage ratio;

e Core earnings to average quarter-end
total assets ratio;

e Core deposits to total liabilities ratio;
and

e Balance sheet liquidity ratio.

For those measures, a value between the
minimum and maximum cutoff values is con-
verted linearly to a score between 0 and 100,
according to the following formula:

S = (Max — V) *100/(Max —Min),

where S is score (rounded to three decimal
points), V is the value of the measure,
Max is the maximum cutoff value and
Min is the minimum cutoff value.

[76 FR 10720, Feb. 25, 2011]

APPENDIX C TO SUBPART A OF PART 327

I. CONCENTRATION MEASURES

The concentration score for large banks is
the higher of the higher-risk assets to Tier 1
capital and reserves score or the growth-ad-
justed portfolio concentrations score.! The
concentration score for highly complex insti-
tutions is the highest of the higher-risk as-
sets to Tier 1 capital and reserves score, the
Top 20 counterparty exposure to Tier 1 cap-
ital and reserves score, or the largest
counterparty to Tier 1 capital and reserves

1For the purposes of this Appendix, the

term ‘‘bank’ means insured depository insti-
tution.
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